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Fisher Foods, Inc. 


The four different bags shown on the 
cover are from four different market¬ 
ing areas across the country — but the 
quality of the food and the customers* 
satisfaction are the same. “Fisher 
Fazio's” in northern Ohio, “Fazio’s” in 
southern Ohio and Los Angeles, and 
“Dominick's” in Chicago all identify 
supermarkets owned and operated by 
Fisher Foods, Inc., one of the country’s 
large regional food retailing chains. 

Corporate growth since present man¬ 
agement assumed control in 1965: sales 
rising from $175,405,000 to over 
$1,300,000,000 in 1975. More than 95 
percent of this volume and of corpo¬ 
rate profits comes from retail grocery 
store operation. Fisher Foods operates 
197 retail grocery stores in the metro¬ 
politan areas of Cleveland, Ohio, 
Chicago, Illinois, and Los Angeles, 


California, and in southern Ohio and 
northern Kentucky. Fisher Foods also 
operates eight junior discount depart¬ 
ment stores in the area of Pittsburgh, 
Pennsylvania, and four drug stores in 
Chicago. In addition, Fisher Foods 
owns and operates an ice cream plant 
in Cleveland, bakeries in Columbus 
and Cincinnati, Ohio, a dairy in 
Chicago, and a gourmet gift basket 
business in Cleveland. 

Fisher Foods supermarkets and other 
retail outlets compete with national, 
regional and local chain stores and 
with local independent retailers in 
each of the Company's markets. 
Details on operations in these markets 
are included with the map below, 
further describing the Company's 
business. 


FAZIO’S 

45 supermarkets serv¬ 
ing southern Cali¬ 
fornia. Acquisition of 
the Shopping Bag 
chain in 1972 was 
followed by extensive 
store conversion and 
expansion. Construc- 
of a 350,000- 
squ ire-foot warehouse 
fa ci li tat^H^^^fl 
of Fisher’s Heritage] 
House private label H 
products on the West 
Coast. 


DOMINICK’S 
FINER FOODS 
64 supermarkets serv¬ 
ing Greater Chicago. 
Warehousing, distribu¬ 
tion and processing 
facilities include a 
commissary of 30 kitch¬ 
ens for delicatessen 
foods and Ludwig 
Dairy for milk prod¬ 
ucts. Four Neighbor 
X discount drug cen¬ 
ters are operated as 
part of the adjoining 
Dominick’s stores. 


FISHER FAZIO’S 
65 supermarkets serv¬ 
ing northeast Ohio. 
Distribution center, 
produce and meat ter¬ 
minal and truck fleet 
also support the stores 
in southern Ohio. 

#Manufacturing/proc- 
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and northern Ken¬ 
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Highlights 


Net sales. 

Income before income taxes. 

Income taxes. 

Net income. 

Net income per Common Share. 

Property, plant and equipment (net) ... 

Working capital. 

Long-term debt. 

Shareholders’ equity. 

Number of Common Shares outstanding 
at end of year. 


1975 

1974 

$1,379,994,000 

$1,124,404,000 

21,539,000 

23,043,000 

9,113,000 

10,462,000 

12,426,000 

12,581,000 

1.99 

2.02 

127,508,000 

116,541,000 

47,554,000 

31,748,000 

99,561,000 

83,636,000 

76,243,000 

66,406,000 

6,163,744 

6,163,368 


To Our 
Shareholders 


The significance of Fisher Foods’ 1975 
is two-fold. Short term, the significance 
lies in a record volume of sales coupled 
with slightly lower earnings than in 
the previous year — the second such 
reduction since the 1965 start. Fisher 
Foods is geared for sales growth but is 
not immune to economic pressures on 
the food industry’s thin profit margin. 

Longer term, the significance of 1975 
is in Fisher’s completing 11 years of 
rapid growth, heavily financed and 
broad in scope, and in the Company’s 
beginning a new program for growth 
characterized by less dramatic expan¬ 
sion and a concentration on earnings 
improvement. 

A major factor in the earnings decline 
last year, as discussed at length in the 
third-quarter report, was the price war 
in Chicago where the Company does a 
significant part of its business. The 
Chicago situation is now coming back 
into balance. Retail pricing there is 


generally lower than before the price 
war. Dominick’s Finer Foods, the 
Chicago subsidiary, opened six new 
stores in the first half of the year and 
is building additional sales on the 
expanded base. 

Sharp rises in wholesale meat prices, a 
jump in labor costs, and customers 
buying less expensive foods because of 
inflation and unemployment were 
other factors that cut into profit 
margins last year. 

At the same time, Fisher Foods opened 
17 supermarkets throughout the chain 
in 1975 and closed eight, added two 
Neighbor X discount drug centers to 
food stores in Chicago, and completed 
major expansions of support facilities 
in Chicago. 

So, while battling against the combina¬ 
tion of recession and inflation, Fisher 
Foods achieved a new level of volume 
and added breadth in operations. 






















Carl Fazio , Chairman of the Board 


John Fazio , President 


Let’s assess the Company’s position at 
this point with an eye to the plans for 
future growth. 

Starting with seven stores in Cleve¬ 
land, the Fazio and Costa brothers 
formed a small group to buy control of 
the local 74-store Fisher Foods chain 
in January, 1965. During the next two 
years, 24 of the acquired stores were 
sold or closed, leaving a nucleus of 57. 
By the close of 1975, Fisher Foods was 
operating 197 large-volume super¬ 
markets in four regions, four discount 
drug centers, and eight discount 
department stores. In addition to rein¬ 
vested earnings, substantial debt had 
been incurred in order to open new 
stores, convert older stores, provide 
them with support facilities, and staff 
the entire operation with top-flight 
management. 


The investment in management was 
critical. Their efforts showed up most 
clearly in the earnings results and the 
satisfaction and loyalty of the Com¬ 
pany’s customers. 

The real achievement of Fisher Foods* 
first 11 years under current manage¬ 
ment is the Company’s customer base. 
Be assured that the record would look 
very different if the rapidly growing 
organization had not maintained the 
quality and variety of merchandise 
and of store appearance essential to 
winning new customers and earning 
their repeat business. 

Looking over the record, the financial 
community gave Fisher Foods good 
marks in merchandising but, because 
of the amount of debt, was concerned 
about what might happen if margins 
started to slip in bad times. Last year, 
and the third quarter in particular, 
showed what could happen under 
those circumstances. A good fourth 
quarter, however, resulted in only a 
modest decline in income for the year 
as a whole. 


But it was not a one-year decline in 
earnings that decided a change in 
emphasis for future growth. Rather, 
the change came about because the 
Company has now attained a solid 
regionalized sales base and, under 
prevailing economic conditions, it is 
no longer advantageous to buy a large 
portion of growth. It has to be earned, 
and Fisher Foods will continue to do 
just that. 

Here, in brief, are the characteristics 
of the Company’s current plans for 
growth: 

• Continued opening of stores, but at a 
slower rate — from 10 to 12 new 
stores in 1976, compared with an 
average of 18 new units in the past 
two years; 

• Paying for the new stores out of 
cash flow; 

• Sales growth in part through volume 
added by new stores, but mainly 
through an effort to add volume at 
existing stores; 

• Continued emphasis on management 
development — moving good people 
up through store positions to district 
and regional management jobs; 

• Margin improvement through very 
tight cost controls while maintaining 
competitive pricing and the Com¬ 
pany’s standards of customer service; 

• Holding a good return on share¬ 
holders’ equity. 
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In sum, Fisher Foods is aiming to earn 
more new customers, to earn a larger 
share of each customer’s buying dollar, 
and to earn more from an established 
base of operations that will be expand¬ 
ing less dramatically than in the past 
and more nearly on a pay-as-you-go 
basis. 

In closing, we want to add our own 
caption to the pictures of Fisher Foods’ 
directors on these pages. Ours has 
always been a working board. The 
inside members are expert in the food 
business. Each director from outside the 
Company has an expertise that can be 
applied to the food business. None of 
the directors hesitates in applying 
these talents at our monthly meetings. 
Fisher Foods' directors have helped 
guide the Company soundly through 
its years of rapid growth. They, and 
corporate and divisional management, 
will have an equally demanding task 
in achieving our future grow th. 

Beyond the directors and management, 
every employee in the Company will 
be making a significant contribution to 
that future because—it bears repeating 
— this Company’s success depends on 
how w r ell Fisher Foods’ people satisfy 
their customers. 

We think the people in the Company 
have done an excellent job for their 
customers. We w ant to express our 
appreciation for this effort and to 
thank both the employees and our 
shareholders for their continued 
support of the Company. 



Fisher Foods directors: Sam Costa and George J. Grabner 



Richard L. Schenk and David F. Leahy 


Dominick DiMatteo y Jr. and John L. Dampeer 
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Sincerely, 


Carl Fazio 
Chairman 



of the Board 


^ John Fazio 
President 


March 19, 1976 












Fisher Foods' 
Operations 

I I IK AIMS AND RESOURCES 
FORGROWTH 


Stores in Operation 

197 



Average Store Volume H 



Growth accompanied by margin im¬ 
provement will demand high produc¬ 
tivity in all phases of the Company’s 
operations. What follows is a resume 
of corporate operating resources, the 
methods employed in using them to 
full advantage, and the objectives of 
this effort. 

A base for efficient operations 
and volume 

In the past 11 years, Fisher Foods has 
built or acquired a total of 181 super¬ 
markets. The number in operation 
today is 197. The closing of 58 units 
in 11 years, while not high for a major 
food chain, emphasizes the vulner¬ 
ability of local retail outlets to neigh¬ 
borhood change and other factors. The 
cost of building and equipping a new 
store — rising 17 percent in just the 
last two years — emphasizes the impor¬ 
tance of precise site selection within a 
growing market area. 

Fisher Foods’ existing stores are well- 
placed in their areas, both in number 
and location. Their average age is not 
great; the adjacent graph shows that 
31 percent of all Fisher stores are new 
within the last five years. The older 
stores in the chain can be remodeled 
or expanded at far less than replace¬ 
ment cost. Thus there will not in the 
future be the same demand or cost as 
in the past for building in order to gain 
market position. 

Under the current development pro¬ 
gram, new stores are to be added 
selectively within the regional market 
spheres that have been established. 


These stores will be bigger than the 
average of five and ten years ago, and 
larger than the current industry aver¬ 
age. Fisher Foods is one of the leaders 
in building stores in the range of 
35,000 to 40,000 square feet, compared 
with the “supermarkets” of the 1960’s 
which were under 20,000 square feet. 



Fisher Foods presently operates seven 
food “emporiums” of between 50,000 
and 72,000 square feet. These units 
were developed because location and 
facilities — such as vacated discount 
stores — were exactly right. While 
those now in operation are highly 
successful, additional units of this size 
will be limited to locations where opti¬ 
mum business opportunities appear. 

The additional space of the Com¬ 
pany’s newer stores provides for the 
selectivity and departmentalized 
merchandising that are essential to 
gross margin. Wines, flowers and 
plants, fresh baked goods, and delica¬ 
tessen and fish departments are high 
margin areas that help draw customer 
traffic and yield a substantial return 
on the cost of their space. 
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Fisher’s produce, meats and other 
foods are delivered daily through the 
Company’s own processing and distri¬ 
bution system. The facilities in this 
system are predominantly new. The 
latest additions are the Los Angeles 
warehouse in 1974 and the Chicago 
warehouse addition and delicatessen 
commissary built in 1975. 



These recent facilities have made 
Fisher Foods even more fully inte¬ 
grated in terms of logistical support 
for its stores in all four regions. Fur¬ 
ther, the Company’s present processing 
and distribution system has the 
capacity to handle substantial future 
store volume with no significant addi¬ 
tional investment. 

Earning customer satisfaction 
and loyalty 

Treated right in price and product, 
food customers are a loyal public. 
Virtually every job of the many that 
are handled by the manager of a 
Fisher Foods store aims at bringing 
new customers to his store and holding 
those he has. The critical tasks in this 
assignment are: 

• Facilities — keeping the store a pleas¬ 
ing and efficient place in which to shop. 

• Merchandising — constant attention 
to merchandise display, availability 
and price marking to match the adver¬ 
tised items, promotional features and 
item prices established by regional 
management. 



• Employee responsiveness — training 
and supervision to assure full employee 
support of Company standards for 
customer service and courtesy. 

• Quality control — ultimate responsi¬ 
bility for the condition and appearance 
of all merchandise presented to the 
public. 


5 
















Further points of emphasis 

The essential difference between 
Fisher Foods’ earlier growth and the 
growth anticipated under current 
plans is in fewer new stores and less 
need for additional support facilities. 
Opening fewer stores per year may 
reduce the rate of sales increase, but 



should be a positive influence on profit¬ 
ability because of lower capital re¬ 
quirements, lower start-up costs, more 
funds available for improving existing 
stores, and more management time for 
monitoring operations. 

The elements in the effort for growth 
accompanied by margin improvement 
are not new. The effectiveness of this 
effort can only come from increased 
and concentrated emphasis by manage¬ 
ment on each point. 

These are the main elements in the 
effort: 

• Utilizing the space provided by larger 
stores to stock and merchandise 
specialized food departments as profit 
centers carrying higher margin items; 



• Promoting the uniqueness of the 
specialties and Fisher’s private label 
Heritage House products in tandem 
with competitively priced national 
brands; 

• Increasing the range of non-food 
items that are integrated with related 
food items — such as baby foods cou¬ 
pled with baby supplies — to earn a 
larger share of each customer’s buying 
dollar; 

• Controlling costs stringently and 
systematically — in manpower deploy¬ 
ment, merchandise handling, energy 
conservation and all other areas of 
store operations — without impairing 
customer service; 



• Close management monitoring of 
margins, store by store, to assure 
prompt adjustment in merchandise 
mix, merchandising methods and 
cost control. 

In essence, Fisher Foods will be work¬ 
ing harder at the same tasks and 
opportunities that have built the 
record to this point. The Company 
has never had better resources for 
the job. 

Fisher Foods’ basic strength is in the 
variety of perishable and grocery 
products available in its stores; the 
freshness and quality of these products; 
the neat, clean, well-stocked condition 
of the stores; and the attention and 
courtesy of Fisher people in the stores. 
These are the basic qualities that 
matter most to customers. Hence, ulti¬ 
mately, they mean the most to investors 
in the Company. Fisher Foods aims to 
satisfy this common interest of its 
shareholders and its customers. 
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Contrasting the Company’s operations 
in 1975 to the results of 1974 and 1973, 
net sales increased 22.7% from 1974 to 
1975 and 29.4% from 1973 to 1974. 

As the table at the right indicates, the 
sales increases resulted from an escala¬ 
tion in the consumer food price index, 
the opening of new stores, and a 
greater penetration of the Company’s 
existing marketing areas. 

Cost of merchandise sold, which in¬ 
cludes the cost of purchased and manu¬ 
factured products and all warehousing 
and distribution costs, has varied 
directly with sales. The minor change 
in the percent to sales ratios (1975 — 
78.12%, 1974-78.08%, 1973-78.08%) 
is primarily attributable to the rising 
fuel and labor costs in the Company’s 
warehouse and delivery operations. 

Since 1973, the Company has experi¬ 
enced an almost 100% increase in 
utility costs and a 78% increase in 
payroll taxes caused by additional 
employees and government mandated 
rate increases. Despite these increases, 
selling, general and administrative 
expenses have remained relatively 
stable as a percentage to sales in the 
last three years. 

Increased interest expense is princi¬ 
pally the result of the addition of 


Managements Discussion and Analysis 
of the Summary of* Operations 


1975 1974 1973 

Net sales. $1,379,994,000 $1,124,404,000 $868,758,000 

Gross store area (sq. feet). 5,946,295 5,418,039 4,794,339 

Average consumer food price index 

increase. 8.5% 14.4% 


$15,898,000 of long-term debt in 1975 
and $23,377,000 in 1974. This addi¬ 
tional debt added $2,083,000 of interest 
expense in 1975, arising from 1974 
borrowings that were outstanding for 
the full year of 1975 as well as the addi¬ 
tional expense on new 1975 long-term 
borrowings. The increased interest 
expense also reflects a higher average 
level of short-term borrowings 
($7,407,000 in 1975, $4,277,000 in 1974, 
$1,547,000 in 1973) and a varying 
average interest rate (9.74% in 1975, 
10.06% in 1974, 8.36% in 1973). These 
borrowings were primarily used to 
finance the increasing cost of inven¬ 
tories and additional working capital 
requirements. 

Changes in the effective tax rates from 
i 1.5% in 1978 to45.4% in 1974 and 
to 42.3% in 1975 are primarily due to 
the varying amounts of investment tax 
credit used (1973—$867,000, 1974— 
$1,773,000, 1975—$2,047,000). These 
varying investment credit amounts 


had the effect of subtracting from the 
normal federal tax provision of 48% 
the following percentages: 1973—5.1%, 
1974-7.7%, 1975-9.5%. In January 
1975, the investment tax credit was 
increased from 7% to 10%. Another 
contributing factor to the change in 
1974 was the termination of a subsidi¬ 
ary’s loss-carryforward. 

The Company experienced an aggre¬ 
gate increase of $31,837,000 
($ 13,025,000-1975, $ 11,035,000-1974, 
$7,777,000—1973) in taxes other than 
income taxes, and in advertising, de¬ 
preciation, repairs and maintenance, 
and rental expense, which was due 
primarily to a restructuring of the 
Company’s operations in Southern 
California and to a greater thrust in 
the Company’s other selling areas, 
marked by the related employment of 
an increased number of personnel and 
increases in the number of new stores. 
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Hve-\ear Summary 
of Operations 



1975 

1974 

1973 

1972 

1971 

Net sales. 

$1,379,994,000 

$1,124,404,000 

$868,758,000 

$650,434,000 

$508,153,000 

Cost of merchandise sold. 

1,078,149,000 

877,985,000 

678,314,000 

501,583,000 

394,910,000 

Interest expense . 

8,779,000 

6,155,000 

4,942,000 

4,607,000 

3,527,000 

Income taxes. 

9,113,000 

10,462,000 

7,572,000 

7,078,000 

5,185,000 

Net income . 

12,426,000 

12,581,000 

9,435,000 

8,118,000 

6,883,000 

Average number of Common 

Shares outstanding. 

6,163,557 

6,163,345 

6,163,284 

5,935,375 

5,818,044 

Net income per Common Share 

Primary . 

1.99 

2.02 

1.51 

1.35 

1.16 

Fully diluted. 

1.80 

1.87 

1.45 

1.30 

1.13 

Dividends per Common Share 

Cash . 

.40 

.35 

.225 

.20 

.20 

Share dividend . 

-0- 

-0- 

4% 

4% 

-0- 


DIVIDENDS PAID PRICE RANGE OF COMMON SHARES (High-Low) 



1975 

1974 



1975 


1974 

First quarter 

$.10 

$.075 


HIGH 

LOW 

HIGH 

LOW 

Second quarter 

.10 

.075 

First quarter 

$15,250 

$ 9.250 

$15,750 

$12,250 

Third quarter 

.10 

.10 

Second quarter 

16.875 

13.125 

15.500 

12.250 

Fourth quarter 

.10 

.10 

Third quarter 

15.125 

9.375 

13.750 

9.250 

Total 

$.40 

$.35 

Fourth quarter 

11.875 

9.500 

12.250 

8.500 
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Statement of Consolidated 
Income 


FISHER FOODS, INC. AND SUBSIDIARIES 


Fiscal Year Ended 
Jan. 3, 1976 Dec. 28, 1974 

Net sales. 

Other income — net 


Costs and expenses: 

Cost of merchandise sold. 

Selling, general and administrative 
Interest. 


Income Before Income Taxes 

Income taxes — Notes A and F. 

Net Income 

Net income per Common Share — Note A: 

Primary. 

Fully diluted . 


Statement of Consolidated 
Shareholders’ Equity 

FISHER FOODS, INC. AND SUBSIDIARIES 

Fiscal years ended January 3, 1976 and December 28, 1974 


Number of 

Preferred Common Common Retained 

Stock Shares Shares Earnings 


$1,379,994,000 

$1,124,404,000 

3,271,000 

2,487,000 

1,383,265,000 

1,126,891,000 

1,078,149,000 

877,985,000 

274,798,000 

219,708,000 

8,779,000 

6,155,000 

1,361,726,000 

1,103,848,000 

21,539,000 

23,043,000 

9,113,000 

10,462,000 


$ 12,426,000 $ 12,581,000 


$1.99 

$2.02 

1.80 

1.87 


Balance at December 29, 1973 . $2,570,000 

Net income for 1974 . 

Dividends: 

Cash — $.35 a share on Common Shares, 

$5 a share on Preferred Stock. 

Additional shares issued upon exercise 

of stock options. 

Balance at December 28, 1974 . 2,570,000 

Net income for 1975 . 

Dividends: 

Cash — $.40 a share on Common Shares, 

$5 a share on Preferred Stock. 

Additional shares issued upon exercise 
of stock options. 

Balance at January 3, 1976 . $2,570,000 


6,163,316 


_52 

6,163,368 


376 

6,163,744 


$21,241,000 


1,000 

21,242,000 


4,000 

$21,246,000 


$32,299,000 

12,581,000 

(2,286,000) 

42,594,000 

12,426,000 

(2,593,000) 

$52,427,000 


See notes to consolidated financial statements. 

























































Consolidated 
Balance Sheet 


FISHER FOODS, INC. AND SUBSIDIARIES 


Jan. 3, 1976 Dec. 28, 1974 


ASSETS 


Current Assets 


Cash . 

Trade accounts receivable . 

Inventories — Note A. 

Prepaid expenses. 

TOTAL CURRENT ASSETS 

$ 21,194,000 
8,126,000 
104,151,000 
4,871,000 
138,342,000 

$ 19,398,000 
8,640,000 
104,539,000 
3,682,000 
136,259,000 

Investment and Other Assets 

Investment and notes receivable — Note B. 

Other assets . 

6,241,000 

6,026,000 

12,267,000 

6,568,000 

4,414,000 

10,982,000 

Property, Plant and Equipment 

On the basis of cost — Note D 

Land . 

Buildings . 

Fixtures and equipment . 

7,634,000 

32,090,000 

122,892,000 

162,616,000 

8,815,000 

31,066,000 

105,443,000 

145,324,000 

Less allowances for depreciation. 

52,394,000 

110,222,000 

42,058,000 

103,266,000 

Leasehold improvements, less amortization . 

17,286,000 

127,508,000 

13,275,000 

116,541,000 


$278,117,000 

$263,782,000 
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Jan. 3, 1976 


Dec. 28, 1974 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current Liabilities 


Notes payable to banks — Note C. 

Trade accounts payable. 

Accrued expenses . 

State and local taxes. 

Income taxes . 

Current portion of long-term debt — Note D. 

TOTAL CURRENT LIABILITIES 

$ 8,000,000 
58,024,000 
14,673,000 
7,890,000 
1,732,000 
469,000 
90,788,000 

$ 10,000,000 
69,124,000 
12,342,000 
7,260,000 
5,289,000 
496,000 
104,511,000 

Long-Term Debt — Note D. 

99,561,000 

83,636,000 

Deferred Income Taxes — Note F. 

7,508,000 

5,085,000 

Reserve for Employees* Retirement Benefits 

Notes A and G. 

4,017,000 

4,144,000 

Shareholders* Equity 

Capital stock — Note E: 

Preferred Stock . 

Common Shares. 

Retained earnings — Note D. 

2,570,000 

21,246,000 

52 , 427,000 

76,243,000 

2,570,000 

21,242,000 

42,594,000 

66,406,000 

Commitments — Note H 




$278,117,000 

$263,782,000 


See notes to consolidated financial statements. 
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Statement of Consol kiated Changes 
in Financial Position 


FISHER FOODS, INC. AND SUBSIDIARIES 


Source of Funds 

Net income .. 

Add expenses not requiring working capital in the current period: 

Depreciation and amortization — Note A. 

Noncurrent deferred taxes and in 1974 provision 

for employees’ retirement benefits and other — Note A. 

Total from Operations 

Additions to long-term debt. 

Property disposals — net. 

Portion of notes receivable which became current during the year . .. 


Use of Funds 

Payments on long-term debt, including portion which 

became current during year. 

Expenditures for property, plant and equipment . .. 

Cash dividends . 

Tax deposit as required by state statute. 

Funding of prior service pension liability. 

Other — net. 

Increase in working capital. 


Increase (Decrease) in Working Capital 

Cash. 

Trade accounts receivable. 

Inventories. 

Prepaid expenses. 

Notes payable to banks. 

Trade accounts payable. 

Accrued expenses . 

State and local taxes. 

Income taxes . 

Current portion of long-term debt. 

Increase in Working Capital 


Fiscal Year Ended 

Jan. 3, 1976 Dec. 28, 1974 

$ 12,426,000 

$ 12,581,000 

13,457,000 

10,691,000 

2,423,000 

28,306,000 

2,369,000 

25,641,000 

16,400,000 

6,733,000 

327,000 

30,436,000 

1,696,000 

210,000 


$ 51,766,0(H) $ 57,983,000 


$ 475,000 


$ 5,481,000 

31,157,000 


18 , 573,000 

2,593,000 


2,286,000 

1,570,000 

*1 

- 0 - 

127,000 


- 0 - 

38,000 

A 

550,000 

15,806,000 


1,093,000 


$ 51,766,000 $ 57,983,000 


$ 1,796,000 

$ 3,703,000 

(514,000) 

676,000 

(388,000) 

35,626,000 

1,189,000 

238,000 

2,000,000 

(8,000,000) 

11,100,000 

(23,600,000) 

(2,331,000)" 

| (4,304,000) 

(630,000) 

(1,580,000) 

3,557,000 

(3,244,000) 

27,000 

1,578,000 

$ 15,806,000 

$ 1,093,000 


See notes to consolidated financial statements. 





















































Notes to Consolidated 
Financial Statements 


FISHER FOODS, INC. AND SUBSIDIARIES 

Fiscal years ended January 3, 1976 and December 28, 1974 


Note A — Summary of Significant Accounting Policies 

PRINCIPLES OF CONSOLIDATION - The consolidated 
financial statements include the accounts of the Company 
and its subsidiaries. All material intercompany accounts 
and transactions have been eliminated. 

INVENTORIES — Inventories are stated at the lower of 
cost (first-in, first-out) or market, including store inventories 
which are calculated by the retail method. 

DEPRECIATION — Depreciation and amortization of 
property, plant and equipment is computed by the straight- 
line method over the estimated useful lives of the assets for 
financial reporting purposes. Accelerated depreciation 
methods are used for income tax purposes. 

PRE-OPENING COSTS — Store pre-opening costs are 
charged to expense as incurred. 

INCOME TAXES — The investment tax credit is applied 
as a reduction of the provision for income taxes in the year 
the related property is placed in serv ice. 

PENSION AND RETIREMENT PLANS - The Company 
provides for retirement benefits for substantially all of its 
employees through a Company pension plan, a subsidiary’s 
profit-sharing plan and various union-administered retire¬ 
ment plans. Pension costs under the Company plan include 
normal costs and interest on unfunded prior service cost. 
Retirement costs under the subsidiary's profit-sharing plan 
and the union-administered plans are based on stipulated 
rates. Beginning in 1975 the reserve for employees’ retirement 
benefits is charged for amortization of prior service liability. 

NET INCOME PER COMMON SHARE - Primary net 
income per Common Share is computed by dividing net 
income less preferred stock dividends by the average number 
of Common Shares outstanding during the period. 

Fully diluted net income per Common Share is computed as 
above and also assumes conversion of the Convertible and 
Exchangeable Subordinated Debentures into Common 
Shares and elimination of related interest expense, net of 
income tax, as well as the assumed issuance of additional 
Common Shares under outstanding stock option plans 
using the “treasury stock” method. 


RECLASSIFICATION—Certain amounts for the year ended 
December 28, 1974, are reclassified to conform with current 
year classifications. 

Note B — Investment and Notes Receivable 

Investment and notes receivable includes the Company’s 
$5,000,000 (at cost) investment in the Convertible Preferred 
Stock and notes receivable of $ 1,241,000 (1974 — $ 1,568,000) 
from Orange-co, Inc. The notes receivable resulted from the 
sale of the Company’s fast-foods business in 1973. 

Note C — Short-Term Borrowings 

Under the terms of the Company’s 9!/2% senior promissory 
notes, the Company is permitted a maximum of $15,000,000 
of short-term debt. The Company has informal line of credit 
arrangements with various banks; one of these arrangements 
requires the maintenance of compensating balances during 
periods when borrowings are outstanding. These compensat¬ 
ing balances were immaterial during 1975 and 1974 and at 
each year end. The average rate of interest of the notes 
payable was 7.3% at January 3, 1976. 

The highest short-term borrowing at any month end was 
$13,000,000 in 1975 and $10,000,000 in 1974. The daily 
average borrowing (total of daily outstanding principal 
divided by 371 and 364) during 1975 and 1974 was $7,407,000 
and $4,277,000 respectively. The weighted average interest 
rate (actual interest expense divided by average short-term 
debt outstanding) during 1975 and 1974 was 9.74% and 
10.06% respectively. 
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Note D — Long-Term Debt 


Jan. 3,1976 Dec. 28, 1974 


9J/£% Senior promissory notes to 
insurance companies — 

$2,700,000 due annually 
commencing December 15, 1977 

$ 27 , 000,000 

$ 27,000,000 

9J4% Senior promissory notes to 
insurance companies — 

$1,500,000 due annually com¬ 
mencing July 15, 1980 . 

15 , 000,000 

15,000,000 

7% Mortgage note to insurance 
company secured by certain land 
and building — $79,000 due 
quarterly including interest 
($188,000 in 1976 and $196,000 
in 1975) with balance due 
in 1989 . 

2 , 672,000 

2,795,000 

Real estate mortgages, equipment 
purchase notes, and unsecured 
notes to banks and others, 
payable in varying amounts to 
1991 at interest rates ranging 
from 4 % to 9.25%. 

8 , 688,000 

8,972,000 

Capitalized lease obligations 
(industrial revenue bonds) 
payable in varying amounts to 
1993 at interest rates ranging 
from 6% to 8.60%. 

3 , 670,000 

2,365,000 

Term bank loan payable July 1977 
at interest varying with 
prime rate. 

10 , 000,000 

—0— 

( )V2% Convertible Subordinated 
Debentures — $900,000 due for 
annual retirement, commencing 
June 1, 1979 . 

18 , 000,000 

18,000,000 

854% Exchangeable Subordinated 
Debentures — due 1984 .... 

15 , 000,000 

10,000,000 

Less amounts due within one year 
included in current liabilities . . 

100 , 030,000 

469,000 

84,132,000 

496,000 

TOTALS. 

$ 99 , 561,000 

$ 83,636,000 


The average rate of interest of all the Company’s long-term 
debt was 8.5% at January 3, 1976. 

At January 3, 1976, certain property, plant and equipment 
with an aggregate net book value of $17,982,000 was pledged 
to secure real estate mortgage notes, equipment purchase 
notes, and industrial revenue bonds. 


The 6 1 / 2 % Convertible Subordinated Debentures due 
June 1, 1994, are convertible into Common Shares of the 
Company at $26.81 per share, subject to antidilution provi¬ 
sions, and accordingly 671,391 Common Shares have been 
reserved for future conversion. The debentures may be 
redeemed at the Company’s option at a price of 104.50% 
through June 1, 1976, and at decreasing prices thereafter. 

The 8%% Exchangeable Subordinated Debentures due 
June 15, 1984, are exchangeable into Common Shares of the 
Company at $20.00 per share, subject to antidilution provi¬ 
sions, and accordingly 750,000 Common Shares have been 
reserved for conversion. The debentures may be redeemed 
at the Company’s option after certain conditions are met at 
a price of 103% through June 1, 1976, and at decreasing 
prices thereafter. 

Terms of the promissory note agreement, the Convertible 
Subordinated Debenture Indenture and the Exchangeable 
Subordinated Debentures include, in addition to others, 
covenants relative to payments for acquisition of capital 
stock of the Company and of dividends other than stock 
dividends. Approximately $22,518,000 of retained earnings 
were available for such payments at January 3, 1976. 

Note E — Capital Stock 

NUMBER OF SHARES 
Jan. 3, 1976 

Authorized Outstanding* Reserved 

Preferred Stock — 

$5 cumulative, without 
par value; redeemable at 
$105 a share, stated at the 
involuntary liquidation 
price — no change in 

either year. 27,000 25,700 —0— 

Serial Preferred Stock — no 

change in either year . . 500,000 —0— —0— 

Common Shares — without 

par value. 15,000,000 6,163,744 1,733,463 

♦Outstanding shares are stated after deducting shares in treasury of 800 
Preferred and 7,323 Common. 
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Under the Company’s stock option plan, the Company may 
grant options to officers and other key employees to purchase 
Common Shares at the fair market value at date of grant. 
Options become exercisable after one year from date of grant 
in varying proportions and expire five years from date of 
grant. Information as to shares under option follows: 




Option price 


Shares 

per share 

Outstanding at December 29, 1973 

167,697 

$10.63 to 

$22.64 

Granted. 

47,950 

11.00 to 

14.88 

Exercised. 

52 

15.26 

Cancelled. 

9,422 

10.63 to 

22.64 

Outstanding at December 28, 1974 

206,173 

10.63 to 

19.59 

Granted. 

36,725 

10.00 to 

14.88 

Exercised. 

376 

10.63 

Cancelled. 

15,380 

10.63 to 

16.17 

Outstanding at January 3, 1976 . . 

227,142 

10.00 to 

19.59 

Exercisable. 

121,734 

10.63 to 

19.59 

Available for future grants . . . 

84,930 




Note F — Income Taxes 

Income taxes consist of the following: 

1975 1974 



Current 

Deferred 

Current 

Deferred 

Federal.... 

$5,466,000 

$2,154,000 

$7,676,000 

$1,277,000 

State and local 

. 1,131,000 

362,000 

1,311,000 

198,000 

TOTALS. . 

. $6,597,000 

$2,516,000 

$8,987,000 

$1,475,000 


Deferred income taxes result principally from differences in 
reporting depreciation expense for financial statements and 
taxes. 


The reasons for the differences between total income tax 
expense and the amount computed by applying the statutory 
federal income tax rate of 48% to income before taxes are as 
follows: 



1975 

1974 

48% of pre-tax income. 

$10,339,000 

$11,060,000 

Plus state and local income taxes, net 
of federal tax benefit. 

776,000 

785,000 

Less investment tax credit. 

(2,047,000) 

(1,773,000) 

Other items. 

45,000 

390,000 

TOTALS. 

$9,113,000 

$10,462,000 


Note G — Pension Plan 

Total pension and retirement costs amounted to $8,764,000 
(1974—$6,591,000). The increase was principally attributable 
to increases in contribution requirements under union plans 
and number of employees. In 1975 the Company pension 
plan was amended to conform with the pension reform act 
of 1974. Such amendments initiated the funding of prior 
service liability over 30 years, earlier vesting of benefits, 
funding pension costs beginning in 1975, and various changes 
in the benefit calculations. 

Vested benefits exceeded fund assets and balance sheet 
accruals as of the latest valuation date by approximately 
$550,000. 

Note H — Leases 

The Company’s retail operations are conducted principally 
in leased premises. Lease expense, relating principally to 
retail stores and related equipment, is summarized as follows: 


FISCAL YEAR ENDED 



Jan. 3, 1976 



Dec. 28, 1974 


Financing 

Leases 

Operating 

Leases 

Total 

Financing 

Leases 

Operating 

Leases 

Total 


Minimum rentals.... 

. . . $11,659,000 

$2,550,000 

$14,209,000 

$ 9,250,000 

$1,834,000 

$11,084,000 

Contingent rentals . . . 

. . . 1,567,000 

698,000 

2,265,000 

1,412,000 

560,000 

1,972,000 

TOTALS. 

. . . $13,226,000 

$3,248,000 

$16,474,000 

$10,662,000 

$2,394,000 

$13,056,000 


Contingent rentals are generally based on sales of certain 
retail stores. Most lease contracts also contain provisions 
which allow the Company the option to extend the term 
for specified periods. 
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Auditors’ 

Report 


Notes continued 

Minimum rentals under noncancellable leases at January 3, 
1976, for the indicated fiscal periods were as follows: 



Financing 

Leases 

Operating 

Leases 

Total 

1976 . 

. . $ 12,271,000 l 

\ 1,262,000 

$ 13,533,000 

1977 . 

. . 11,885,000 

1,160,000 

13,045,000 

1978 . 

. . 11,493,000 

1,066,000 

12,559,000 

1979 . 

. . 11,102,000 

787,000 

11,889,000 

1980 . 

. . 10,762,000 

618,000 

11,380,000 

1981-1985 . . . 

. . 48,244,000 

1,398,000 

49,642,000 

1986-1990 . . . 

. . 40,569,000 

591,000 

41,160,000 

1991-1995 . . . 

. . 26,849,000 

—0— 

26,849,000 

Remainder. . . 

. . 8,950,000 

-0- 

8,950,000 

TOTALS . . 

. . $182,125,000 J 

5 6,882,000 

$189,007,000 


The aggregate present values of noncapitalized financing 
leases computed by utilizing weighted average interest rates 
of 6.8% and 5.7% in 1975 and 1974 respectively, resulting 
from interest rates ranging from 3.0% to 10.0%, were 
$84,387,000 and $73,914,000 at January 3, 1976 and Decem¬ 
ber 28, 1974 respectively. 

If the financing leases had been capitalized and the lease 
rights amortized on a straight-line basis and interest expense 
recognized based on the outstanding lease liability, net 
income for fiscal years 1975 and 1974 would have been 
$ 11,772,000 and $12,138,000 ($ 1.88 and $ 1.95 primary net 
income per Common Share) respectively. 


Shareholders and Board of Directors 
Fisher Foods, Inc. 

Cleveland, Ohio 

We have examined the consolidated balance sheet of Fisher 
Foods, Inc. and subsidiaries as of January 3, 1976, and Decem¬ 
ber 28, 1974, and the related statements of consolidated in¬ 
come, shareholders’ equity and changes in financial position 
for the fiscal years then ended. Our examinations were made 
in accordance with generally accepted auditing standards 
and, accordingly, included such tests of the accounting 
records and such other auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the financial statements referred to above 
present fairly the consolidated financial position of Fisher 
Foods, Inc. and subsidiaries at January 3, 1976, and Decem¬ 
ber 28, 1974, and the consolidated results of their operations 
and changes in financial position for the fiscal years then 
ended, in conformity with generally accepted accounting 
principles applied on a consistent basis. 


r 


Cleveland, Ohio 
February 19, 1976 
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